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MNQUMA LOCAL MUNICIPALITY 


CASH MANAGEMENT POLICY 

1. PURPOSE OF THE POLICY 

Purpose of the cash management policy is to establish sound cash management practices 
to ensure efficient utilization of cash in a manner consistent with the overall strategic 
goals of the Municipality. 

2. REGULATORY FRAMEWORK 

According to Section 11 (3)(a) of the Local Government: Municipal Systems Act, 2000 (Act No 32 
of 2000) a municipality exercises its legislative function by developing and adopting policies, 
plans, strategies and programmes, including setting targets for delivery. 

2.1 HOW IT CAME ABOUT 

In the past there was no clear guideline on how the cash is managed; what needs to be done 
when cash is received and or payments are to be processed. How does the municipality react on 
the cash flow challenges if there is no cash management plan in place. 

3. LINKS TO OTHER POLICIES 

Credit Control Policy 
Budget policy 

4 POLICY STATEMENT 

□ Collecting revenue when it is due and banking it promptly; 

□ Making payments, including transfers to other levels of government and non-government 
entities, no earlier than necessary, with due regard for efficient, effective and economical 
programme delivery and the government’s normal terms for account payments as well as 
within legislative requirements; 

□ Avoiding payments in advance for goods or services, unless required in terms of 
contractual arrangements with the supplier; 

□ Accepting discounts to effect early payment only when the payment has been included in 
the monthly cashflow estimates prepared by the Municipality; 

□ Pursuing debtors with appropriate sensitivity to ensure that amounts receivable by the 
Municipality are collected and banked promptly; 

□ Taking any action that avoids locking up money unnecessarily and inefficiently, such as 
managing inventories to the minimum level necessary for efficient and effective 
programme delivery and selling surplus or underutilized assets. 

□ Accurately forecasting the Municipality’s cashflow requirements; and 

□ Timing the inflow and outflow of cash to ensure that significant cash outflows only occur 
when there is sufficient cash in the Municipality’s bank account. 
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PROCEDURE ON CASH MANAGEMENT 

5.1 CASH COLLECTION 

All monies due to the Municipality must be collected as soon as possible and banked 
on a daily basis. Cash left in the safe can pose a security risk, could necessitate 
additional insurance coverage and does not earn any interest. Special deposits should 
be arranged for the larger amounts received, to make sure that these are banked on 
the same day they are received. 

It is essential that all amounts owed to the Municipality be levied by way of a debit in 
the applicable debtors system. A well managed debtor and banking control system is 
the proper measure for ensuring that monies owed to the Municipality are timeously 
received and banked. 

It is also important to review the debt collection performance by regularly comparing 
monies presently owed to the Municipality in relation to the total income as well as to 
the situation in previous financial years, in order to determine whether the debt 
collection is deteriorating or improving. 

5.2 Payment to Creditors 

Make payments to creditors within 30 days as per section 65(2)e of the MFMA to 
reduce unnecessary penalties and interest charged to the Municipality 


When considering the time to pay a creditor, proper consideration must be given to the 
conditions of credit/ terms of payment offered. In cases where a cash discount is 
offered for early settlement the discount, if the relevant time scale is taken into 
account, will in most cases be more than any investment return from temporarily 
investing the funds and if offered, they should be properly considered and utilised. 

The normal conditions of credit/ terms of payment offered by suppliers should also be 
considered and utilised to the full by paying on due date and not earlier. 

To ensure the prompt payment of all creditors the municipality should adopt the step- 
by-step approach for payment of creditors outlined in MFMA Circular no 49 as part of 
its financial management procedure manuals. 

5.3 INVENTORY MANAGEMENT 

Cash management can be improved by ensuring that adequate stock control is 
exercised over all goods in store. The inventory levels in any stores system have to be 
reviewed continually in the light of annual contracts from local suppliers. Only essential 
inventory levels are to be maintained in the case of inventory items that are readily 
available. 

Inventory items held in stock for a long period of time is an unproductive asset to which 
an opportunity cost can be attached. In addition, inventory items held in stock for long 
periods of time could become redundant or obsolete. It is advisable, therefore, to 
dispose of outdated inventory items on a regular basis, thus recovering at least a part 
of their costs. 
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APPROVAL OF THIS POLICY 


6.1 CONSULTATION 

The management and labour will be consulted in respect of the approval of, and any 
changes that may be made to, this policy 

6.2 FINAL ADOPTION 

Council is the formulator of, and decision maker where, policies are concerned. The final 
approval of this policy rests with the Mnquma Local Council on recommendation of the 
Executive Mayor. 

7. IMPLEMENTATION AND REVIEW OF THIS POLICY 

This policy shall be implemented once approved by Council. 

In terms of section 17 (1) (e) of the MFMA this policy must be reviewed on annual basis and 
the reviewed policy tabled to Council for approval as part of the budget process. 

8. AUTHENTICATION 

The policy was adopted by council on the <S8 -^ one ^°lo _ 

as per resolution number \\o\oQfc> _. 


Sign-off 




EXECUTIVE MAYOR 


N Pakade 

MUNICIPAL MANAGER 


Date: 
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